














THE CHESAPEAKE CORPORATION OF VIRGINIA 

West Point, Virginia 


Corrugated Container Plants 

Baltimore Box Company 
Baltimore, Maryland 

Binghamton Container Co., Inc. 

Binghamton, New York 

Miller Container Corporation 
Roanoke, Virginia 

Scranton Corrugated Box Company, Inc. 
Scranton, Pennsylvania 

Southern Corrugated Box Corporation 
Winston-Salem, North Carolina 

David Weber Co. 

Philadelphia, Pennsylvania 

Other Subsidiaries 

Chesapeake GmbH 
D'usseldorf, Germany 

Chesapeake Trading Corp. 

West Point, Virginia 

Greenlife Products Co. 

West Point, Virginia 

Division 

Del Mar Va Forest Products Co. 

Pocomoke City, Maryland 

Affiliated Company 

Chesapeake Bay Plywood Corp. 

Pocomoke City, Maryland 

Transfer Agents 

Chemical Bank New York Trust Company 
New York, New York 

State-Planters Bank of Commerce and Trusts 
Richmond , Virginia 

Registrars 

First and Merchants National Bank 
Richmond, Virginia 

Manufacturers Hanover Trust Company 
New York, New York 

Accountants 

Lybrand, Ross Bros. & Montgomery 
Richmond, Virginia 

Counsel 

Hunton. Williams, Gay, Powell & Gibson 
Richmond, Virginia 


The common stock of The Chesapeake Corporation 
has been listed on the New York Stock Exchange 
The annual stockholders’ meeting is held in West 
ginia, on the first Tuesday in April. 


of Virginia 
since 1944. 
Point, Vir- 









ANNUAL REPORT For The Year Ended December 31, 1967 


Contenfs 

2 Directors and Officers 

4 Financial Highlights 

5 President’s Report 

6 The Year in Review 

7 Financial Graphs 

14 Consolidated Statements 

18 Notes to Consolidated Statements 

19 Accountants’ Report 

20 A Ten-Year Comparison 


1 







DIRECTORS 



Sture G. Olsson* 
President 



Charles C. Abbott 
Dean , Graduate School of Business 
Administration , The University of 
Virginia, Charlottesville , Virginia 




Harold P. Kyle 
Vice President-Converting 


Daniel C. Lewis 

Vice President-Administration 


♦Member of Executive Committee 



Lawrence H. Camp* 

Senior Vice President-Treasurer 



C. Braxton Valentine 
Retired President , Valentine Meat- 
Juice Company , Richmond , Vir¬ 
ginia 


2 

















B. Warwick Davenport* 
Partner , Hunton , Williams , Gtf>\ 
Powell & Gibson , Richmond , 
Virginia 



Overton D. Dennis* 

President , Dennis Corporation , 
Richmond , Virginia 



L. Burwell Gunn 
Wee Chairman of the Board , 
State-Planters Bank of Commerce 
and Trusts , Richmond , Virginia 


Henry Vranian* 
Wee President-Sales 



Erik Zimmerman 
Wee President-Production 


OFFICERS 

Sture G. Olsson 
President 

Lawrence H. Camp 
Senior Vice President- 
Treasurer 

Thomas G. Harris 

K/'ce President-Woodlands 

Harold P. Kyle 

K/ce President-Converting 

Daniel C. Lewis 
K/ ce President- 
Administration 

Henry Vranian 

K/ce President-Sales 

Erik Zimmerman 

L/ce President-Production 

Alvah H. Eubank, Jr. 
Controller 

Elizabeth S. Gray 

Secretary 

A. Donald Rennie 
Assistant Treasurer and 
Assistant Secretary 

















The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


FINANCIAL HIGHLIGHTS 


FOR THE YEAR: 

Net sales. 

Income before income taxes. 

Taxes on income. 

Net income. 

Net income per share of common stock. 

Net income as a per cent of sales. 

Net income applicable to common stock as a per cent of common stock¬ 
holders’ equity (beginning of year). 

Cash dividends declared on common stock of Chesapeake. 


AT THE YEAR-END: 

Working capital. 

Investment in property, plant and equipment (net) 

Book value per share of common stock. 

Common shares outstanding. 

Number of stockholders. 


1967 


$60,924,480 

$8,705,666 

$3,800,000 

$4,905,666 

$2.63 

8 . 1 % 

9.7% 

$2,872,875 


$15,454,652 

$47,077,302 

$28.10 

1,795,547 

3,979 


1966* 


$63,101,327 

$12,454,513 

$5,657,800 

$6,796,713 

$3.69 

10 . 8 % 

14.8% 

$2,872,875 


$14,103,614 

$46,172,184 

$27.03 

1,795,547 

3,927 


*Restated for comparative purposes as explained in Notes 1 and 2 to Consolidated Financial Statements. 
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PRESIDENT'S REPORT 

Chesapeake’s earnings for the year 1967 were the 
third highest in its history. This was achieved despite 
modest declines in both the dollar value and the physical 
volume of sales. These factors, plus increased costs, 
resulted in a substantial decrease in net income as com¬ 
pared with the previous year. 

The troublesome supply-demand relationship to 
which I referred last year became a reality in 1967. Con¬ 
fronted with excess linerboard productive capacity, the 
industry was unable to hold its 1966 price level. As a 
result, a significant part of Chesapeake’s decline in 
earnings is attributable to the lower price level. 

Increased expenses account for the major portion of 
the remaining decrease in net income. Higher costs re¬ 
sulted from an automatic wage increase under our labor 
agreements, an increase in the cost of pulpwood, and 
higher than contemplated operational costs of the forest 
complex on the Eastern Shore of Maryland. 

DelMarVa Forest Products Co., Chesapeake’s divi¬ 
sion on the Eastern Shore, did not attain its production 
goal in 1967. Time lost in making engineering modifica¬ 
tions substantially reduced the quantity of timber which 
could be processed into wood chips for the West Point 
pulp mill and raw material for Chesapeake Bay Plywood 
Corp.’s plywood plant. The inadequate supply of pine 
logs to the plywood plant contributed in turn to the oper¬ 
ating losses suffered there. The engineering modifications 
have begun to show satisfactory results, and it is anticipated 
that full scheduled production will be achieved by the 
division in 1968. 

Because the start-up loss of Chesapeake Bay Plywood 
Corp. extended through 1967, it was decided to report 
Chesapeake’s investment in the jointly owned corporation 
on an equity basis. Therefore, consolidated financial 
data for 1966 has been restated to reflect Chesapeake’s 
proportionate share of the loss incurred in that year. 

In December, 1967, your company acquired all of 
the stock of Binghamton Container Co., Inc., and 
Scranton Corrugated Box Company, Inc., in exchange 
for 35,424 shares of Chesapeake’s $5 cumulative con¬ 
vertible series A preferred stock. For comparative pur¬ 
poses, data for both companies has been included in the 
1966 and 1967 financial statements presented in this 
report, as if the companies had been owned throughout 
these years. Net earnings of these two companies in 


each year more than covered the preferred dividend 
that would have been required. 

The acquisition of these two box plants and the 
formation during the year of Southern Corrugated Box 
Corporation to build a plant in Winston-Salem, North 
Carolina, are a continuation of Chesapeake’s policy to 
maintain access to its logical linerboard markets which 
are otherwise unavailable. 

The ever-changing nature of the paper industry and 
the development of more scientific methods require 
continual adaptation of our organization. As a step 
towards meeting these management challenges, we have 
made several changes in our management team. In 
October, 1967, Thomas G. Harris joined your manage¬ 
ment in the capacity of vice president-woodlands. Mr. 
Harris brings many years of bread experience in wood 
procurement and land management to Chesapeake. In 
February, 1968, Lawrence H. Camp was elected to the 
office of senior vice president-treasurer. Mr. Camp had 
previously served as vice president-treasurer. Also at 
that time, Daniel C. Lewis, vice president-administration, 
was elected to your board of directors. 

The three-year labor agreements negotiated in 1965 
with Chesapeake’s employees at West Point will expire 
in the middle of June. It is our belief that new agreements 
satisfactory to all concerned can be negotiated through 
the process of responsible collective bargaining. 

As Chesapeake completes its first half-century this 
year, the continuing increase in domestic capacity for 
linerboard production indicates less than full utilization 
of that capacity in this segment of the paper industry. 
This condition presents an industry challenge as well as a 
responsibility if the level of 1967 earnings is to be main¬ 
tained or increased. Your management is confident of 
Chesapeake’s ability to participate aggressively in the 
long-term growth of the pulp and paper industry. 





President 


February 21, 1968 
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THE YEAR IN REVIEW 


Consolidated Sales 

Consolidated net sales in 1967 were 560,924,480, 
approximately 3% below the record high of 563,101,327 
in 1966. 

Net Income 

Net income on the common stock amounted to 
52.63 per share in 1967 compared with 53.69 per share 
in 1966. 

Dividends 

Cash dividends of 51.60 a share, or a total of 
52,872,875, were declared in 1966 and 1967 on the 
1,795,547 shares of outstanding common stock. 

Cash Flow 

Cash amounting to 510,060,000 was generated in 
1967 from net income, depreciation and depletion, which 
is a decrease of 51,544,000 from the cash generated for the 
year 1966. 

Property Additions 

Additions to properties and equipment totaled 
56,339,000 during 1967, compared with 512,136,000 in 
1966, a decrease of 55,797,000. 

Depreciation and depletion in 1967 amounted to 
55,154,251 as compared with 54,805,844 in 1966, an 
increase of 5348,407. 

Stockholders* Equity 

The equity of common stockholders was increased 
during 1967 by a total of 51,930,736 representing the re¬ 
investment of income. At December 31, 1967, the total 
equity of the common stockholders, representing the 
par value of common stock, other capital and income 
retained for use in the business, amounted to 550,458,345. 
The book value per share of common stock increased 
from 527.03 to 528.10. 

Working Capital 

Working capital at December 31, 1967, totaled 
515,454,652, an increase of 51,351,038 from the 1966 
year-end total of 514,103,614. 


Sales Pattern 

The sales pattern of the West Point mill continues to 
grow in the direction of customers who use a greater 
diversity of products. The versatility of our No. 2 paper 
machine, “The Virginian,” permits the manufacture of 
specialties and newer grades of paper and paperboard 
as well as development of new products for potential 
markets not presently utilizing paper in any form. 

The location of Chesapeake’s corporate offices at 
the mill, which is near the major markets, has permitted 
the development of a system of information exchange 
with and service to our customers that is unexcelled in 
the industry. Our well-rounded sales group includes 
seasoned experts, most of whom have had actual ex¬ 
perience either in the conversion or the manufacture of 
the products they sell. 

Pulp and paper are becoming increasingly recognized 
as world-wide commodities because of the rapidly growing 
overseas rate of consumption, which must be supplied 
in a large part from North America. Our company, with 
access to deepwater facilities, is building its share of the 
world markets. It is a matter of pride that Chesapeake 
is the first manufacturer in the United States to develop 
and supply a high-performance linerboard required by 
the European market. The quality of this product and 
its availability through a warehouse which we maintain 
in Bremen, Germany, have enabled Chesapeake to com¬ 
mand a premium price. 

Wood pulp exports, although under extreme com¬ 
petition, showed a modest increase over the preceding 
year, and we maintained our market position in all of 
our principal foreign outlets. 

Manufacturing Improvements 

Further product diversification in the paper mill and 
additional operating efficiencies and economies in the 
power plant were achieved in 1967 by the efforts of our 
production and engineering staff. 

A size press and a controlled crown calender roll 
were installed on “The Virginian.” The hydraulically 
controlled calender roll assures a uniform finish and caliper 
for the paper or paperboard sheet. The size press permits 
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SALES 
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The new size press built into No. 2 paper machine , “The Virginian” Technical Director Arthur W. Plummer confers with Royal E. Bowyer , 
assures further product diversification for Chesapeake. technical services manager , on problems of process efficiency. 



This building to house part of the technical department was erected 
during 1967. Research equipment is being installed here. 


One of the “clean air ” monitoring stations goes up in the West Point 
area. These measure fall-out solids as well as air-suspended solids. 
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THE YEAR IN REVIEW— (Continued) 


use of certain additives to impart special properties to 
our products in order to enhance their water-repellent 
properties and improve the surface for printing purposes. 

In the power plant, the principal improvement has 
been the conversion of No. 3 chemical recovery boiler 
to permit operation at 900° Fahrenheit and 1200 pounds 
per square inch pressure. Our newest power boiler, No. 
8, already operates at these levels. The newest and largest 
turbine generator, No. 9, requires high pressure, high 
temperature steam to perform at its highest efficiency. 

Another turbine, scheduled to begin operating in No¬ 
vember, 1968, will be a 32,000 KVA hydrogen-cooled 
generator. When it is installed, four small turbines will 
go on standby service and the over-all efficiency of the 
power plant will be greatly improved, thereby reducing 
fuel operating costs. 

During 1967 condensate polishing units were in¬ 
stalled to provide ultra-pure feedwater for all boilers. 
This installation will reduce outages of power generating 
equipment and minimize interruptions of production. 

Clean Air and Water Measures 

The manufacturing and technical departments col¬ 
laborated during the year on a number of measures toward 
seeking cleaner air and water. We are determined to stay 
in the forefront of advances in this area. 

For example, modifications were carried out in No. 
2 chemical recovery boiler in preparation for installing 
one of two “wet scrubbers” which will, for the first time, 
provide secondary treatment of vapor from the recovery 
boiler smokestacks. These scrubbers give a spray treat¬ 
ment to stack gases to remove solids. Our company has 
long provided primary treatment of the vapor to remove 
these dust-like solids. We were one of the first in the 
industry to do so. The scrubbers will reinforce the cleaning 
action of electrostatic precipitators which have been in 
operation since 1940. The objective in installing them 
is to bring the cleaning equipment on the recovery boilers 
from a minimum of 85% efficiency to at least 98% 
efficiency. 

In another area of insuring clean air, studies were 
completed during the year by the technical department 
on the performance of the newest type of wet scrubber. 


installed in 1966 on the lime kiln. These studies showed 
the scrubber operating at an efficiency which removes 
99 per cent or more of the lime that otherwise would go 
into the atmosphere. 

Monitoring stations to measure air-suspended and 
fall-out solids have been established in the West Point 
area, and monitoring of the condition of the rivers con¬ 
tinues, as it has for the last 20 years. 

A novel solution to a problem involving clean water, 
believed to be the first of its kind for any mill, was de¬ 
veloped for disposal of a solid waste material from the 
pulp mill. Now, instead of pumping this solid material, 
with water, to lagoons for settling, the company has 
found a practical way to centrifuge it for drying purposes 
and haul it away for land fill. 

Another development comes as a by-product of the 
spraying of two of the mill’s large pulpwood stockpiles 
with water used in the pulp-washing system. The purpose 
of the spraying is to prevent the wood from drying out 
and losing some of its fiber strength for papermaking. 
The spraying process aerates the waste water and sends 
it into the ground through the stockpiles. These stock¬ 
piles rest on bark, and the bark acts as a filter, reducing 
the organic matter and thus the oxygen demand upon 
the rivers. 

Other Technical Programs 

The technical department initiated a variety of other 
highly promising projects in 1967. It works closely with 
both the manufacturing and sales departments, and also 
with customers, to assure the quality of end-product and 
the technical services which customers may require. 

Process studies are continuing in an effort to reduce 
fresh water consumption, minimize concentrate wastes 
and improve the quality of pulp and incoming raw 
materials. 

A building 60 by 60 feet was erected during the year 
to house a pilot plant, laboratory, technical library and 
some additional office space for the department. Experi¬ 
mental digesters, blowing and washing apparatus and 
other small-scale equipment are being installed in the 
building to make possible programs of research and 
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THE YEAR IN REVIEW— (Continued) 


experimentation which could not be carried on, except 
at prohibitive cost, with the large-scale equipment of the 
mill itself. 

Our Forest Raw Materials 

To support manufacturing and sales requirements, 
our demand for forest products reached an all-time high 
in 1967. A total of 632,162 cords of pulpwood and chips 
were consumed at the mill, and approximately 16 million 
board feet of peeler logs were supplied to Chesapeake 
Bay Plywood Corp., our joint venture in pine plywood 
manufacture on the Maryland Eastern Shore. Piling, 
veneer and sawtimber, amounting to 24 million board 
feet, were sold. About 72%, or 17 million feet of the 
volume sold, was hardwood sawtimber. 

Approximately 12,000 acres of timberland were 
purchased during the yeai, bringing our holdings to about 
278,000 acres. 

Excellent progress was made during the year toward 
putting Chesapeake’s woodlands into full production. 
By scientific forest management and tree farming, the 
company can now grow approximately twice the fiber 
volume that naturally grows even under the best of con¬ 
ditions. Taking full advantage of this knowledge and our 
resources, we have converted approximately one-third 
of company-owned acreage to fully stocked pine planta¬ 
tions. The rate of this plantation establishment reached 
record proportions during 1967, when more than 10.5 
million seedlings were planted on 13,550 acres. 

Progress was also made in inventorying standing 
timber volumes and establishing forest management 
plans for all holdings. 

The company’s services to landowners were expanded. 
In the past these have been limited to professional forestry 
advice and a matching seedling program to selected land- 
owners in Chesapeake’s wood procurement area. Under 
the expanded program, site preparation and reforestation 
services are being offered at cost to those landowners from 
whose lands we harvest timber. 

The Keysville and Chase City wood concentration 
yards were completed during the year. This now gives 
the company three mechanized yards and one improved 


siding in Virginia, all on the Southern Railway, which 
offers the most favorable freight rates. 

Superior Tree Progress 

The first out-plantings of seedlings grown to produce 
superior pine trees were carried out during the winter 
season on company-owned land near the West Point mill. 
The seedlings are the result of a program that began more 
than a decade ago under which Chesapeake and other 
southern pulp and paper companies undertook, in co¬ 
operation with North Carolina State University and three 
State forestry departments, to find and grow genetically 
superior pines. 

Enough of the superior seedlings have been obtained 
from Chesapeake’s orchard to plant 700,000 or more 
in the current season. This represents only about 7% 
of the total number of seedlings which the company will 
set out, but the availability of the superior variety is 
expected to increase from year to year. It is planned 
to select superior stock from the Piedmont and Eastern 
Shore and grow superior seedlings native to those areas. 

The superior trees are chosen for their fiber yield, 
limb size and angles, straightness of trunk, rapid natural 
pruning, freedom from disease and insects, and wood 
quality. 

DelMarVa’s Operation 

DelMarVa Forest Products Co., near Pocomoke 
City, Md., is responsible for supplying peeler logs to 
Chtsapeake Bay Plywood Corp., and for producing wood 
chips that are barged across the bay to West Point. 

Engineering modifications have been made to improve 
operating efficiency at the plant. The company experienced 
a brief work stoppage during labor contract negotiations, 
after which a two-year agreement was concluded. Del¬ 
MarVa should attain full production during 1968. 

The company’s chip mill production and by-product 
chips from the plywood plant increased the over-all 
delivery of chips to the West Point mill during the year. 
Barges towed by Chesapeake tugs brought to West Point 
an average of approximately 1,500 cords per week The 
acceptance, for the first time, of hardwood chips from 
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Another mechanized wood yard on the Southern Railway was com - DelMarVa Forest Products Co. near Pocomoke City processes 
pleted and put into operation in 1967. This one is at Keysville. Virginia. timber on a massive scale. Above is a long-length logging truck. 



Chesapeake barges dock near our new source of pulpwood chips at 
Pocomoke City , to be loaded with chips for the West Point mill. 


A photo that graphically shows how our superior trees grow faster than ordinary pine stock. Both trees were planted on the same day in April , 
1965. The superior tree is nearly two feet taller. The first superior seedlings in large volume were planted on company land in 1967. 



Site preparation for reforestation is carried on here by a novel method 
—the dragging of a ship's chain which clears everything in its path. 


























Miss Elizabeth S. Gray , corporate secretary , shown with the two winners of the Elis Otsson-Chesapeake Foundation Scholarship for 1967— 
Margaret Taliaferro , of Essex County , and Alfred Gouldin, of Richmond County. They were selected by National Merit Scholarship Corporation 



Enlarged hourly employee locker room , completed during 1967. This 
provides modern shower and washroom facilities at West Point. 


Carroll T. Hazelwood , who as a Chesapeake employee won a pulp 
and paper scholarship , is shown at North Carolina State. 
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THE YEAR IN REVIEW— (Continued) 


sawmills around West Point and the increasing production 
of softwood chips at Pocomoke were largely responsible 
for chip procurement being adequate during 1967. 

Corrugated Container Plants 

The output of Chesapeake’s corrugated shipping 
container plants at Baltimore, Roanoke and Philadelphia 
was greater during 1967 than the preceding year, and 
operations remained profitable in each plant. 

Market conditions generally were consistent with 
those which prevailed in 1966, in that box price levels 
remained fairly stable during the year. On the other hand, 
there was no abatement in the upward trend of most costs 
of doing business. 

The addition of Binghamton Container Co., Inc., 
and the related Scranton Corrugated Box Company, Inc., 
should enable Chesapeake to reach a market which its 
present linerboard customers do not reach. Acquisition of 
these operations was completed during 1967. Further¬ 
more, land was acquired and construction started during 
1967 on a corrugated container manufacturing facility 
at Winston-Salem, N. C. This plant will be operated by 
the new subsidiary, Southern Corrugated Box Corpora¬ 
tion, which was organized during the year. 

Greenlife Products Co. 

Greenlife Products Co. continued to increase its 
sales volume during the year 1967. However, severe price 
competition and high marketing costs dominated the 
retail market. In an attempt to offset these factors, the 
company moved into the market of builders and pro¬ 
fessional landscape gardeners with specially formulated 
products. It is hoped that this diversification will result 
in success in 1968. 

Activity Involving Employees 

An addition to the production employees’ locker 
room at the West Point mill was completed and two-thirds 
occupied during 1967. The original building was a one- 
story structure containing 300 lockers, erected in 1964 
when the new paper machine went into operation, chiefly 


to accommodate paper mill employees. The expansion 
adds another story and 490 more lockers. Both floors 
have showers and other wash-up facilities. 

The present facility, built according to modern design 
for maximum convenience, is expected to serve all pro¬ 
duction employees in the mill. 

A History of Chesapeake 

The year 1968 marks the fiftieth year of Chesapeake’s 
operations. In recognition of this fact, A. T. Dill, director 
of public relations, has written a history of the company 
and its relationship with the Town of West Point, the 
community which has so closely shared its fortunes over 
half a century. The volume will be published in the late 
spring by the University Press of Virginia at Charlottes¬ 
ville with the assistance of the Graduate School of Busi¬ 
ness Administration of the University of Virginia. The 
title of the work is Chesapeake: Pioneer Papermaker. 

At a later date stockholders will be informed of the 
publication date and how copies of the book may be 
obtained. 

Our Scholarship Program 

For the first time, a Chesapeake employee has applied 
for and won a scholarship financed by Chesapeake and 
other southern mills for four years of study in pulp and 
paper technology at North Carolina State University. He 
is Carroll T. Hazelwood, of Toano, who graduated from 
high school in 1960 and has since worked at Chesapeake 
as a laboratory technician. 

On the strength of his high score in a recent College 
Board Scholastic Aptitude Test, Mr. Hazelwood was 
awarded a scholarship and now is seeking a college degree. 
He and his wife and two children have taken up residence 
near the university in Raleigh, N. C. On his first semester’s 
work, he made the honor list. 

Wilson Madison, of West Point, a son of an employee, 
also holds a scholarship in pulp and paper at N. C. State. 
In addition, Chesapeake has six scholars in a general study 
program and four in an electronics study program, all 
financed by the Elis Olsson-Chesapeake Foundation. 
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CONSOLIDATED BALANCE SHEET 


December 31, 1967, and January 1, 1967 


ASSETS 


CURRENT ASSETS: 

Cash. 

Short-term securities, at amortized cost which approximates market . . . 

Accounts receivable, less allowances for doubtful accounts. 

Recoverable Federal income taxes (carryback of investment tax credit) . . 

Notes receivable. 

Miscellaneous receivables and accruals. 

Inventories (at lower of cost or market): 

Finished goods and goods in process. 

Manufacturing materials and supplies. 

Prepaid expenses. 

Total Current Assets. 


OTHER ASSETS: 

Notes and accounts receivable. 

Investment in and advances to 50%-owned company, less accumulated losses 

(Note 2). 

Investments and sundry assets. 


PROPERTY, PLANT AND EQUIPMENT (at cost less accumulated de¬ 
preciation and depletion): 

Land and buildings. 

Machinery, equipment and construction (Note 8). 

Less: Accumulated depreciation. 

Timber and timberlands, less accumulated depletion. 

Net Property, Plant and Equipment. 


Dec. 31, 1967 

Jan. 1, 1967 


(Notes 1 and 2) 

$ 2,664,460 

$ 1,696,534 

4,500,000 

4,185,906 

6,759,409 

6,571,135 

447,500 

447,500 

488,971 

1,760,817 

671,613 

621,610 

1,547,908 

803,697 

4,803,765 

4,540,820 

184,598 

142,747 

$22,068,224 

$20,770,766 

$ 689,725 

$ 748,538 

431,500 

444,000 

567,482 

574,617 

$ 1,688,707 

$ 1,767,155 

$10,816,566 

$10,516,310 

51,261,242 

49,184,858 

$62,077,808 

$59,701,168 

28,162,564 

25,314,447 

$33,915,244 

$34,386,721 

13,162,058 

11,785,463 

$47,077,302 

$46,172,184 

$70,834,233 

$68,710,105 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


LIABILITIES AND STOCKHOLDERS’ EQUITY 



Dec. 31, 1967 

Jan. 1, 1967 

CURRENT LIABILITIES: 


(Notes 1 and 2) 

Accounts payable. 

5 2,744,742 

$ 3,099,374 

Notes payable (Note 8). 

558,193 

294,472 

Dividends payable. 

780,649 

718,219 

Salaries, wages and commissions. 

320,641 

234,958 

Payroll and withholding taxes. 

318,716 

288,140 

Federal and State income taxes. 

1,890,631 

2,031,989 

Total Current Liabilities. 

$ 6,613,572 

$ 6,667,152 

LONG-TERM DEBT (Note 3). 

$ 7,500,000 

$ 7,500,000 

DEFERRED INCOME TAXES (Note 4). 

S 2,719,916 

$ 2,472,944 

STOCKHOLDERS’ EQUITY (Notes 1, 3, 5 and 6): 



Preferred stock—$100 par value: 



Authorized, 150,000 shares issuable in series; 



Issued and outstanding—$5 cumulative convertible 



series A, 35,424 shares. 

$ 3,542,400 

$ 3,542,400 

Common stock—$5 par value: 



Authorized, 10,000,000 shares 12-31-67 and 2,000,000 shares 1-1-67; 



Issued and outstanding—1,795,547 shares. 

8,977,735 

8,977,735 

Other capital. 

4,861,668 

4,861,668 

Retained earnings. 

36,618,942 

34,688,206 


554,000,745 

$52,070,009 


$70,834,233 

$68,710,105 


The accompanying notes are an integral part of the financial statements. 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 

For the Years Ended December 31, 1967, and January 1, 1967 


Dec. 31, 1967 


Balance at beginning of year: 

The Chesapeake Corporation of Virginia, as previously reported. 

Companies whose interests were pooled in 1967 with the Corporation (Note 1). 
Retroactive adjustment of investment in and advances to 50%-owned company 
(Note 2). 

As Restated. 

Add: Net income. 


$32,714,462 

2,289,744 

(316,000) 

$34,688,206 

4,905,666 

$39,593,872 


Deduct: 

Dividends declared: 

Chesapeake common stock. 

Pooled companies prior to acquisition . 


$ 2,872,875 
102,055 

$ 2,974,930 


Balance at end of year (Note 3) 


$36,618,942 


The accompanying notes are an integral part of the financial statements. 


Jan. 1, 1967 
(Notes 1 and 2) 

$28,725,774 

2,087,344 


$30,813,118 

6,796,713 

$37,609,831 


$ 2,872,875 
48,750 

$ 2,921,625 
$34,688,206 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 

For the Years Ended December 31, 1967, and January 1, 1967 


SALES AND OTHER INCOME: 

Net sales . 

Other income . 


COSTS AND EXPENSES: 

Cost of sales, less depreciation and depletion. 

Depreciation and depletion. 

Selling, general and administrative expenses. 

Interest expense. 

Miscellaneous deductions. 

Share of loss and start-up expenses of 50%-owned company (Note 2) . . . 
Federal and State income taxes (Note 4). 

Net Income. 

Net income per share of common stock (Note 5). 


Dec. 31, 1967 

Jan. 1, 1967 


(Notes 1 and 2) 

$60,924,480 

$63,101,327 

1,168,865 

1,193,936 

$62,093,345 

$64,295,263 

$42,260,605 

$41,459,634 

5,154,251 

4,805,844 

4,723,003 

4,370,783 

400,694 

252,932 

609,126 

635,557 

240,000 

316,000 

3,800,000 

5,657,800 

$57,187,679 

$57,498,550 

$ 4,905,666 

$ 6,796,713 

$2.63 

$3.69 


The accompanying notes are an integral part of the financial statements. 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Acquired Companies: 

As of December 29, 1967, the Corporation acquired all of the capital stocks of Binghamton Container Co., Inc., and Scranton Cor¬ 
rugated Box Company, Inc., in exchange for 35,424 shares of preferred stock, $5 cumulative convertible senes A. This transaction 
has been accounted for as a pooling of interests and, accordingly, the financial statements for 1967 include the results of operations 
of the acquired companies for the entire year and the financial statements for 1966 have been restated on a comparable basis n 
accounting for the transaction, as of the beginning of 1966, (a) consolidated retained earnings has been increased by $2,087,344 to 
reflect the retained earnings of the acquired companies, and (b) consolidated other capital as previously reported has been decreased 
by $3,128,900, representing the excess of the par value of the Corporation's preferred shares exchanged over the par value of the 
outstanding shares of the acquired companies. 

2. Investment in and Advances to 50%-Owned Company: 

In accordance with a change in policy adopted in 1967, the investment in and advances to Chesapeake Bay Plywood Coip., a 50%- 
owned company, previously carried at cost, are stated at cost less the Corporation’s share of accumulated losses, including start-up 
expenses. As a result of this change, the Corporation’s net income for 1966 and retained earnings at January 1, 1967, have been 
reduced by $316,000 (18* per share) to give effect retroactively to its share of losses and start-up costs incurred by such company in 
1966. The Corporation’s share, $240,000 (13* per share), of the 1967 loss of Chesapeake Bay Plywood Corp. is included in the state¬ 


ment of income. 


3. 


Long-Term Debt: 

Long-term debt issued under a Term Loan Agreement with a bank and an insurance company consists of: 
434 % note payable, due $187,500 quarterly from February 28,1969, through November 30,1971.. . 
4 %% notes payable, due $187,500 quarterly from February 28, 1972, through August 31, 1974, and 

$3,187,500 on November 30, 1974 . 

Total. 


$2,250,000 

5,250,000 

$7,500,000 


5. 


Under the most restrictive provisions of the Term Loan Agreement, approximately $20,600,000 of retained earnings was available for 
dividends at December 31, 1967. 

Investment Tax Credit and Deferred Income Taxes: 

The investment tax credit for 1967 of approximately $83,000 (1966-$355,000) and deferred credits of prior years are being amortized 
over eight years as a reduction of income tax expense. The total amortization for 1967 amounted to approximately $235,500 (1966 
$ 7 84 500) 

The Corporation and its subsidiaries in 1967 recorded deferred income taxes of approximately $400,000 (1966—$514,000) which amount 
equals the tax reduction resulting from the use for tax purposes of the double declining balance method of depreciation on major 
items of plant and equipment acquired after 1962. 

Capital Stock: 

On April 4, 1967, the stockholders approved an increase in the authorized common stock ($5 par) from 2,000 000 shares to 10,000,000 
shares and authorized 150.000 shares of preferred stock ($100 par) issuable in senes The preferred shares, $5 cumulative convertible 
series A, are generally not redeemable by the Corporation prior to December 30, 1972. Subsequent to December 29, 1972, the Corpo 
ration may redeem the preferred shares at $100 per share, plus dividends accrued and unpaid to the redemption date. Each holder 
of the preferred stock is entitled to one vote for each share held. At the option of the holders, outstanding preferred shares may be 
converted into common shares at the rate of 1.9445 common shares for each preferred share, subject to adjustment of the conversion 
rate in certain events. At December 31, 1967, there were 68,881 unissued common shares reserved for the conversion of preferred 
shares. The pro forma earnings per share of common stock, assuming conversion of outstanding preferred stock, amount to 5-63 
per share in 1967 and $3.65 per share in 1966. 

6 . Stock Options: 

At December 31 1967, there were 4,954 shares of common stock set aside for issuance to employees pursuant to restricted stock options. 
The option price is $27.87 per share, which is 95% of the market value, as adjusted for stock distributions, on the date the options 
were granted. Options are exercisable at various dates extending to February 15, 1972. No options were granted or exercised during 
the year. 

7. Employees’ Retirement Plans: 

The Corporation and its subsidiaries have several noncontributory retirement plans covering substantially all of their employees. The 
policy is to fund the total of (a) currently accruing pension costs and (b) an amount equal to the P ast . s ®^X l ?lS. osts 

over periods not exceeding twenty-five years. The total pension expense for 1967 was approximately $86^,000 (1966 5888,5(JU). 

8 . Contingencies, Commitments and Other Matters: 

At December 31, 1967, the Corporation had commitments of approximately $4,000,000 for capital expenditures and other contractual 
obligations. The Corporation is contingently liable as guarantor of loans of approximately $615,OOO.One subsidiary is a participant 
with nine other unrelated companies in a joint and several guarantee of loans in the amount of $2,550,000. . , 

During the year the Federal income tax matters relating to the year 1963, which were mentioned in the pnor year s report, were resolved 
and the resulting adjustments, immaterial in amount, are included in the current year s financial statements. 

Equipment costing approximately $300,000 is pledged as collateral for $213,000 of notes payable by a subsidiary. 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the Years Ended December 31, 1967, and January 1, 1967 



Dec. 31, 1967 

Jan. 1, 1967 

SOURCE OF FUNDS: 


(Notes 1 and 2) 

Net income. 

Add (deduct) non-cash items: 

Depreciation and depletion. 

Other non-cash items (net). 

$4,905,666 

5,154,251 

(303,756) 

$ 6,796,713 

4,805,844 

545,500 

Total from Operations. 

$9,756,161 

$12,148,057 

Investment tax credit. 

Long-term borrowings. 

83,000 

355,000 

4,500,000 

Totals. 

$9,839,161 

$17,003,057 

APPLICATION OF FUNDS: 



Additions to property, equipment and timberlands (less book value of dis¬ 
posals) . 

Dividends on common stock of Chesapeake. 

Increase in working capital. 

Other items (net). 

$5,246,900 

2.872.875 

1,351,038 

368,348 

$11,505,999 

2,872,875 

1,564,769 

1,059,414 

Totals. 

$9,839,161 

$17,003,057 

The accompanying notes are an integral part of the financial statements. 




ACCOUNTANTS’ REPORT 

To the Stockholders and Board of Directors, 

The Chesapeake Corporation of Virginia: 

We have examined the accompanying consolidated balance sheet of The Chesapeake Corporation of Virginia and 
its subsidiary companies at December 31, 1967, the related consolidated statement of income, retained earnings and 
source and application of funds for the year (fifty-two weeks) then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. We previously examined the consolidated 
financial statements for the year 1966 (fifty-two weeks) which have been restated to reflect retroactively (a) the 1967 
pooling of interests transaction, and (b) the change, in which we concur, in the method of accounting for the invest¬ 
ment in and advances to a 50%-owned company, as described in Notes 1 and 2, respectively, to the consolidated financial 
statements. 

In our opinion, the consolidated financial statements referred to above present fairly on a consolidated basis the 
financial position of The Chesapeake Corporation of Virginia and its subsidiary companies at December 31, 1967, and 
January 1, 1967, and the results cf their operations and source and application of funds for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 

LYBRAND, ROSS BROS. & MONTGOMERY 
Certified Public Accountants 


Richmond, Virginia 
February 2, 1968 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


A TEN-YEAR COMPARISON* 


(Dollar Amounts in Thousands, Except for Per-Share Data) 



1967** 

1966** 

1965 

OPERATING RESULTS 

Net sales .. 

$60,924 

$63,101 

$57,422 

Net costs except depreciation and de- 
pletion. 

$47,064 

$45,840 

$41,491 

Depreciation and depletion. 

$5,154 

$4,806 

$4,057 

Income before income taxes. 

$8,706 

$12,455 

$11,874 

Taxes on income. 

$3,800 

$5,658 

$5,248 

Net income. 

$4,906 

$6,797 

$6,626 

Per share of common stock*. 

$2.63 

$3.69 

$3.59 

Per cent of net sales. 

8 .1% 

10 .8% 

11.5% 


Net income applicable to common 
stock as a per cent of common 
stockholders' equity (beginning of 


year). 

9.7% 

14.8% 

15.9% 

Cash flow**. 

$10,060 

$11,604 

$10,683 

Per share of common stock*. 

$5.50 

$6.36 

$5.85 

Dividends declared on common stock of 
Chesapeake. 

$2,873 

$2,873 

$2,673 

Income retained for use in the business. . 

$1,931 

$3,875 

$3,838 


FINANCIAL POSITION 

Working capital. 

. $15,455 

$14,104 

$12,539 

Property, plant and equipment (net) . 

. $47,077 

$46,172 

$39,489 

Other assets. 

$1,689 

$1,767 

$1,006 

Long-term debt and deferred credits . 

. $10,220 

$9,973 

$4,923 

Stockholders’ equity. 

. $54,001 

$52,070 

$48,111 

Per share of common stock*. . . . 

$28.10 

$27.03 

$24.82 

Shares of common stock outstanding . 

. 1,795,547 1 

,795,547 1,795,547 


1964 

1963 

1962 

1961 

1960 

1959 

1958 

$45,332 

$39,016 

$37,611 

$34,762 

$34,412 

$32,965 

$28,956 

$34,739 

$29,754 

$26,517 

$24,878 

$23,024 

$21,552 

$19,727 

$3,567 

$2,834 

$2,881 

$2,800 

$2,753 

$2,701 

$2,580 

$7,026 

$6,428 

$8,213 

$7,084 

$8,635 

$8,712 

$6,649 

$2,968 

$3,130 

$4,213 

$3,714 

$4,499 

$4,580 

$3,523 

$4,058 

$3,298 

$4,000 

$3,370 

$4,136 

$4,132 

$3,126 

$2.16 

$1.74 

$2.13 

$1.77 

$2.19 

$2.19 

$1.63 

9.0% 

8.5% 

10 .6% 

9.7% 

12 .0% 

12.5% 

10 .8% 


10 .1% 

8.5% 

11 .1% 

9.7% 

13.1% 

14.4% 

115% 

$7,625 

$6,132 

$6,881 

$6,170 

$6,889 

$6,833 

$5,706 

$4.15 

$3.32 

$3.73 

$3.33 

$3.72 

$3.70 

$3.07 

$1,727 

$1,563 

$1,534 

$1,484 

$1,435 

$1,398 

$1,388 

$2,234 

$1,645 

$2,414 

$1,801 

$2,635 

$2,677 

$1,713 


$9,876 

$10,617 

$17,008 

$14,112 

$12,518 

$10,719 

$8,043 

$38,142 

$31,061 

$21,726 

$22,126 

$22,266 

$21,621 

$21,705 

$702 

$738 

$1,832 

$1,919 

$1,749 

$1,534 

$1,740 

$4,506 

$435 

$230 

$236 

$163 

$185 

$474 

$44,214 

$41,980 

$40,335 

$37,921 

$36,371 

$33,690 

$31,014 

$22.65 

$21.41 

$20.49 

$19.15 

$18.14 

$16.65 

$15.16 

,346,179 1 

1,321,026 1 

1,296,312 

1,272,026 

1,248,083 

1,225,143 

1,191,394 


OTHER INFORMATION 
Gross additions to properties and equip¬ 
ment . 

Production of paperboard, paper and 

market pulp (tons). 

Acres of timberlands owned. 

Stockholders. 

Employees. 


$6,339 

$12,136 

$5,964 

$10,876 

$12,305 

366,855 

372,488 

370,352 

285,983 

233,651 

278,000 

265,700 

245,000 

236,100 

233,000 

3,979 

3,927 

3,704 

3,380 

3,243 

1,892 

1,856 

1,696 

1,577 

1,414 


$2,622 

$2,600 

$3,396 

$2,759 

$1,360 

228,116 

223,460 

229,574 

216,725 

183,568 

230,800 

228,000 

222,700 

213,900 

208,000 

3,106 

2,992 

2,889 

2,635 

2,545 

1,390 

1,361 

1,176 

1,188 

1,139 


•“Information for the ten years includes the accounts of all companies whose interests have been pooled with the Corporation, including the 
1967 pooling described in Note 1 to the consolidated financial statements. In the years prior to 1966, where applicable, the accounts of 
pooled companies are included for their fiscal year ending within the Corporation’s accounting year. 

* *Information for the years 1967 and 1966, as restated, reflects the Corporation’s share of losses incurred by a 50%-owned company, as described 
in Note 2 to the consolidated financial statements. 

*Based on shares outstanding at December 31, 1967. 

**Cash flow is stated as the total of net income, depreciation and depletion. 
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CONSERVATION AWARD 

Governor Mills E. Godwin, Jr.'s Con¬ 
servation Achievement Program, sponsored 
by the Virginia Wildlife Federation and the 
Sears-Roebuck Foundation, honored Chesa¬ 
peake's President, Sture G. Olsson, in Sep¬ 
tember, 1967. Mr. Olsson was named Forest 
Conservationist of the Year "for shaping 
the policies of a great corporation so that 
it successfully sponsors the planting of much 
more timber than it cuts." The company 
and its president were also praised by the 
Federation for their program of wildlife 
management and outdoor recreation. Nearly 
a quarter-million acres of company-owned 
land are open to hunters in three States. 
The recreation program, entailing a small 
charge to the public for the use of the land, 
has been increasingly successful over the 
years. In 1967 more than 7,000 sportsmen 
availed themselves of the privilege of hunting 
on company tracts. 












